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This study attempts to find out how business students in
Hong Kong would respond to a series of ethical dilemmas and how
they perceive practicing managers would judge the same
situations. Respondents are also asked to rank a number of
factors in accordance with how each factor affects their
ethical standards. The sample consists of 291 business
students out of a population of 3958. Results of the Study
indicate that business students operate within the law and
order stage of moral reasoning in that morality is merely
obeying the law and values of society. The study also reveals
that our respondents are generally conformitive to company
rules and conduct of superiors. Based on these findings, it is
suggested that an industry code of ethics together with
appropriate corporate culture and government legislation could
improve ethical standards of our respondents. The Studv also
indicates that business students have a very poor regard for
practicing business executives. It is submitted that this
negative perception may influence the type of students wishing
to study in business courses. Finally, implications for
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CHAPTER ONE
THE PURPOSE OF THE STUDY
The Ethical Dilemma
Consider the following situations:-
(i) The merchandiser of a U.S. garment buying
office asks you to add 5% to your quoted price
and pay the extra amount to him as a rebate.
Although this is a common practice in the
industry, you consider it bribery but refusing
would mean a loss of business.
(ii) As the president of a company in a highly
competitive industry, you learn that a
competitor has made an important scientific
discovery that will substantially reduce your
profit. There is a possibility of hiring one
of the competitor's employees who 'knows the
details of the discovery.
(iii) You learn that an executive earning $300,000 a
year has been padding his expense account by
about $25,000 a year.
These are but a few of the ethical dilemmas encountered
by business managers today. In a fewer than 25 years, Hong
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Kong has moved from an industrial base comprised primarily of
cottage industries to one of the world's most advanced
financial centres. The increasingly complex and competitive
business environment has resulted in new pressures being
brought to bear on the traditional values and ethics of
business decision makers and managers. Many business managers
have yielded to the pressure of making profit by resorting to
questionable practices. In a Gallup poll taken in August 1985
in the U. S., respondents. were asked how they would rate
the honesty and ethical standards of people in various
different fields. Business executives received very high or
high marks from only 23% of the respondents. This result
placed executives behind clergymen (67%), pharmacists (65%),
medical doctors (58%), dentists (56%), college teachers (54%),
engineers (53%), policemen (47%), bankers (37%), journalists
(31%), and lawyers (27%). The poor image of business
executives in the eyes of the public is generally believed to
be caused by a series of widely publicised commercial frauds
which have occurred in the U.S.
In recent years, Hong Kong has experienced its share of
major commercial fraud cases where millions of dollars were at
risk and senior officers of the companies involved were
prosecuted. Early last year, the chairman and a number of
committee members of the Hong Kong Stock Exchange were
arrested- on a suspected offence under the Prevention of
Bribery Ordinance. More recently, the chairman and senior
officers of a local bank were charged for false accounting. A
c„r v of the bank fraud cases investigated by the Independent
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Commission Against Corruption revealed that most offenders
were relatively young banking officers at their early
thirties. Apparently, these young officers were willing to do
whatever was necessary to further their own interest with
little or no regard for fundamental moral principles.
Most of us would agree that for a free society to
survive, there has to be a shared moral foundation, upon which
a set of binding rules for fair conduct, could be established.
The problem is how these rules are to be defined. To most
people, ethics is a subjective and individualistic matter
affected by one's own culture, attitudes and value systems.
They think that it is difficult to discuss it in an objective
and widely accepted manner. Acknowledging this difficulty,
our purpose is not to research on the definition of ethics or
theories on ethical analysis, but rather, we wish to explore
the attitudes of business students, who are to become
tomorrows's managers, towards various ethical dilemma
situations. By examining students' attitudes, we hope to gain
some insight into the likely behavior of these future managers
and factors affecting their behavior. Also, as many of the
attitudes of these future decision makers regarding ethical
practices in business are currently being shaped,. it is hoped
that the results of the study could help in identifying ways
of providing better guidance for students.
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Previous Research
As society continues to be challenged by changing
environments, attitudes and value systems, the issue of
business ethics has become the subject of considerable
attention. This is particularly true in the United States,
Britain and in recent years Asia. Most of these researches
.have focused on ethical marketing practices and the impact of
the organisational environment on ethical beliefs.
One of the first studies to look specifically at
situational responses to ethical issues was conducted by
Baumhart from the Harvard Business School in 1961. The Study
was prompted by the concern that the numerous comments on
business ethics in the media contained little empirical
evidence to indicate whether large number of business
executives shared the attitudes, behaviour and experience of
those whose supposedly unethical and illegal conduct was being
represented as typical of the business profession. The
highlights of this study were:-
- Executives often' disagree about what is the
ethical thing to do.
- Although the respondents professed a. lofty level
of ethical aspiration for themselves, they
revealed a* lower opinion of the practices of the
average businessmen.
In updating and expanding Baumhart's study, Brenner and
Molander conducted a similar study in 1976. Brenner and
Molander sought to answer these questions in their survey: Has
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business ethics changed since the early 1960s, and if so, how
and why? Are codes the answer to the ethical challenges
business people currently face? What is the relationship
between ethical dilemma and the dilemma of corporate social
responsibility? Some of their conclusions were:-
- There is substantial disagreement among
respondents as to whether ethical standards in
business today have changed from what they were.
- Respondents are somewhat more cynical about the
ethical conduct of their peers than they were.
- Most respondents favour ethical codes, although
they strongly prefer general precepts codes to
specific practice codes.
-.The dilemmas respondents experience and the
factors they feel have the greatest impact on
business ethics suggest that ethical codes alone
will not substantially improve business conduct.
- Most respondents rank their customers well ahead
of shareholders and employees as the client group
to whom they feel the greatest responsibility.
In addition to these findings, Brenner and Molander's
study indicated some interesting trends since the.1961 study.
When asked if they had ever experienced a conflict between
what was expected of' them as efficient profit-conscious
managers and what was expected of them as ethical persons,
four of every seven of those who responded said they had
experienced such conflicts, compared with three of four
rA(znnndPnts in 1961- a substantial decrease of 19%.
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Similarly, two-thirds of the responding executives in 1976
(after eliminating those who say don't know) indicated that
unethical practices exist in their industry compared with
nearly four-fifths who responded in 1961. Brenner and
Molander are unsure whether these trends indicate an
improvement of ethical standards or that ethical standards
have declined from what they were so that situations that once
caused ethical discomfort have become accepted practice.
A spate of commercial malpractices in the late 70's and
early 80's, involving insider trading, money laundering by
large banks, cheque kiting, deceptive practices and bribery by
defense constractors, have made business ethics a subject of
considerable attention by both the academic and business
communities. In particular, more researchers are interested
in how education could affect business ethics and the attitude
of business students towards business ethics.
Gell and Brien (1971) suggest that universities must
share the burden of guilt for business executives failing to
fully recognise the need for social responsibility in
business actions. They believed that universities are
responsible, in part, for the personal and organisational
value systems that influence managerial decision making.
Hawkins and Cocanougher (1972) in their study about the
relationship between the educational environment and business
ethics conclude that a significant relationship exists between
an individual's educational pursuits and the standard of
ethics he uses to evaluate the social acceptability of various
business practices. While Hawkins and Cocanougher admitted
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that their findings were only tentative, they suggested the
academic community should carefully evaluate its
responsibility both to future business executives and to the
consuming public in regard to the development of standards of
business behavior. Trawick and Darden (1980) in their study
of the ethical attitudes of marketing academics and
practitioners conclude that improving marketing ethics can be
achieved best through formal education. However, other
researches have shown that formal education is not perceived
to be very effective in promoting business ethics by most
respondents. (see for example Arlow and Ulrich, 1988).
As regards college students' attitudes towards business
ethics, Beltramini, Peterson and Kozmetsky find in their 1984
study that college students are concerned about business
ethics in general and they appear somewhat more concerned
about improving business ethics. They also find that women
students are more concerned about ethical issues in business
than are their male counterparts, regardless of the issue.
This led the authors to assert that "Not only are the
attitudes of future decision-makers and managers regarding
ethical practices currently in the process of being shaped by
educators, but to an extent it is the female students'
concerns which may well be establishing a new moral force in
tomorrow's business world." However, they find that ethical
concerns of the students surveyed are not substantially
different across academic classification or academic major.
The conclusion that women students are more concerned
about ethical issues is confirmed in a subsequent study by
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Jones and Gautschi. (1988). They. also find that product
related issues rank highest in importance among other ethical
issues whereas social policy issues such as apartheid,
comparable worth and minority hiring have relatively little
salience with MBA students. Consistent with the research by
Brenner and Molander (1976), this study reveals that
respondents consider their own ethical standards higher than
those of other groups. Overall, this Study indicates an
overwhelming feeling among respondents that ethical norms need
upgarding. The authors are optimistic about the attitudes of
future executives who, according to their survey, display
independent thinking and judgement, and a civic orientation.
McNichols and Zimmeren (1985) in expanding on the work of
Brenner and Molander [1976], did a study in measuring any
differences that might exist between how potential managers
(students) responded to a series of ethically questionable
situations, and how they felt society and business managers
would judge the behavior. The major findings of this study
were:-
- The respondents generally judged the behavior in
each questionable situation more.harshly than what
they thought the society as a whole on the
business would judge the same behavior.
There was a pattern suggesting that the strength
of religious belief affected students' personal
attitudes towards the ethical acceptability but no
evidence of ethics differences based on sex or
academic major.
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The first finding was consistent with the finding by
Brenner and Molander [1976] that respondents were somewhat
more cynical about the ethical conduct of their peers. The
second finding contrasts with that reported by Hawkins and
Cocanougher [19721 and Jones and Gautschi [19881. It appears
that there is no conclusive evidence from the various
researches on how ethical standards are affected by individual
attributes such as academic major, age and religious belief.
A similar study was carried out by Wood, Longenecker,
McKinney and Moore (1988) to compare the ethical perceptions
of students and business professionals. Some major
conclusions were:-
- In seven of the sixteen situations involving
ethical dilemmas, students were significantly more
willing to engage in questionable behavior than
were the business professionals. The researchers
believe that this could due to students' more
ambitious attitude for quick success.
- Most students functioned within Lawrence
Kohlberg's stage four of moral reasoning- the
law and order stage. At this stage, ethical
behavior means operating within existing laws and
regulations.
Individualism and egoism were deeply ingrained in
the psyche of the business student population and
influenced their moral reasoning patterns.
In Hong Kong, researches have also focused on assessing
the ethical beliefs and attitudes of current business
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managers. In 1977, Kam-Hon Lee conducted a cross cultural
study on ethical beliefs in marketing management which found
no difference in ethical beliefs of British and Chinese
marketing managers working in Hong Kong. He felt that this
could be due to the philosophy of "when in Rome do as the
Romans do".
On the other hand, a similar study comparing the
attitudes of Hong Kong and U.S. business and government
leaders towards business ethics indicates that for seven of
the eight statements involving ethical circumstances,
statistically significant differences in responses do exist.
(Dolecheck and Dolecheck 1987).
Conclusion
Some general observations could be made from the
preceding survey. Firstly, there appears to be no consensus
among business executives as to what constitutes ethical
practices or the trend of ethical standards. However, most
respondents to the numerous surveys demonstrate a genuine
concern about ethical issues in business and believe that the
existing standard should be upgraded. Different methods are
proposed to upgrade ethical standards but it is generally
agreed -that implementation of an industry code of ethics,
creating an honest corporate culture and government
legislation are among the more effective methods of improving
ethical standards. As regards factors influencing attitudes
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towards business ethics, most researches find that female
students are more concerned about ethics but there is no
significant difference in attitude among students in different
academic classification or majors. Although almost all
respondents tend to believe that they have a higher ethical
standards than their peers, a study has revealed that students
are significantly more willing to engage in questionable
behavior than are their professional counterparts.
The Present Study
In the present study, we are interested to find out how
business students in Hong Kong would respond to a series of
ethical dilemmas and how they perceive practising managers
would judge the same situations. We are also interested in
identifying the relative importance of various factors which
may influence students' ethical standards. Respondents will
also be asked to state the factors they consider would help in
advancing ethical standards. We will compare the results of
our study with those of the other studies carried out
previously. Based on the findings of our study, we will
attempt to make some recommendations for the improvement of





.The target population for this study is all business
students in the four higher educational institutions funded
through the University and Polytechnic Grants Committee (UPGC)_
namely: the Chinese University of Hong Kong, the Hong Kong
Polytechnic, the City Polytechnic of Hong Kong and the Hong
Kong Baptist College. Business students refers to students
who study full time in these four institutions for courses
which will lead to a qualification of a bachelor degree of
business administration or a bachelor degree of arts in
accounting or business studies or a professional/higher
diploma in business related disciplines such as accounting,
management accounting, company secretary and administration,
international business, banking, insurance, transport,
personnel management, marketing and purchasing and supply.
The total number of business students for the academic year
1988/89 was around 4,0.00. With an expected response rate of
40%, 406 questionnaires were sent out in order to achieve a
sample size of 150. The sample which represents 10% of the
population was selected from these four institutions according




Number of Business Number of
Institution Students in 1988/89 Questionnaires
The Chinese University 1,015 103
of Hong Kong








The questionnaire Is divided into three parts and each
part is designed to measure one set of variables. The three
parts of the questionnaire are:-
(1) General opinions on ethical issues
(2) Response to various ethical dilemmas
(3) Personal backgrounds of the respondents
General opinions on Ethical Issues
The first part of the questionnaire is designed to gauge
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the views of business students on trends in business ethical
standards factors influencing ethical conduct in business and
proposals for improving ethics in business.
In order to identify the relative importance of various
factors in influencing ethical attitudes, respondents are
asked to rank seven factors according to their influences on
ethical conduct of businessmen (Question 2). In measuring the
ranking, 1 means the most influential factor and 7 means the
least.
To ascertain what business students consider as effective
steps in improving ethical standards in business, respondents
are give five suggestions and asked to rank them in the order
of their effectiveness, 1 being the most effective and 5 the
least effective. (Question 3).
Response to Ethical Dilemmas
The second part of the questionnaire consists of short
descriptions of ten situations which businessmen encounter





















Respondents are asked to indicate their personal opinions
on the acceptability of the behavior in each situation and how
they feel average business managers would judge the
acceptability of the same behavior. In order to force the
respondents to take sides, a four-point scale ranging from 1 to
4 was used.
In addition, respondents are asked to indicate in each
situation the rationale for their own responses.
Personal Attributes
The last part of the quetionnaire includes questions about
the respondent's business major, age, sex, family background
such as'father's occupation and family's income.
Furthermore, three questions (Questions 18, 21 and 22) ask
respondents to describe their strength of religious belief,
their self-perceived ethical standard and whether they have
information for
16
taken any courses which include a discussion of business ethics
in their own college/university. In order to help business
students to define what constitute a course in business ethics,
Phillip V. Lewis' definition of business ethics is used (Lewis
1985).
Administration of the Questionnaire
A questionnaire was used in this study. As all business
students in tertiary institutions have a good command of
English, the questionnaire is in English only and Chinese
translation is considered by the authors as unnecessary. In
early December 1988, an academic staff member from each of the
four institutions was invited to be the liaison person. He was
briefed by the authors about the purpose of the research and the
questionnaire. Then he was given the planned number of
questionnaires and was asked to distribute them among business
students of all years in his institution. The questionnaire
was accompanied by a covering letter explaining the purpose of
the research. The respondents were instructed to return the
completed questionnaire through the liaison person in each
institution. Personal follow-up actions were carried out by
the liaison person in each institution. Copies of the
questionnaire and covering letter are attached as appendices I
and II.
294 questionnaires, which represent a response rate of
71.2%, were returned. Out of the 294 questionnaires, 3 were
17






This chapter summarizes the results of this study. The
first part of the chapter deals with the results of respondents
attitudes towards various ethical dilemmas. Their responses
are counted and presented in frequency tables. A mean response
is calculated for each dilemma and the result is used to infer
the relative degree of concern of the respondents to these
dilemmas. The second part of the Chapter deals with how the
respondents rank the various factors according to their
strength of influence on ethical standards. Again, a mean
ranking value is used for comparison purpose.
Response to Ethical Dilemmas
Situation One- Expenses Padding
An Executive learns that his superior used to bill
non-business expenses to the business. He follows the practice
and pads his expense account with his private expenses.
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TABLE 3-1












Although 50% of the business students responded think that
average businessmen would accept expenses padding, only 14% of
them approve this practice.- This is consistent with the
apparent belief (though unproven) that business' managers
normally pad their expenses as a means of supplementing their
income. This belief appears to be even stronger in traditional
Chinese organisations which are characterised by relatively
lower wages and poorer internal controls. For those students
who will accept this practice, over 50% of them justify their
response by stating that this is a common practice in business
and 20% feel that it is legitimate to supplement their income
by this method. For those students who will not accept this
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practice, over 50% of them thinks that it is illegal and arE
afraid of being found out. About 20% of them think that this
that this is harmful to the company (loyalty).
Situation Two- Staff Pinching
The president of a company in highly competitive industry
finds that a competitor has made an important scientific
discovery which would substantially reduce but not eliminate
the profits of his own company. He then hires one of the
competitor's employees who knows the details of the discovery
in an attempt to learn about the discovery.
TABLE 3-2












practice is dishonest whereas more than 10% of them believe
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The student's own response to this question is more evenly
distributed with 60% feel that it is acceptable and 40% feel
that it is not. Reasons given in support of this practice
include: it is a free society and the practice is an indication
of fair competition, it is essential for the survival of the
company, it saves costs or increases profitability, it is a
common practice and legal. A few respondents feel that it is
the responsibility of the empolyee in choosing his employer
or the responsibility of his present employer to "keep" him.
For those who feel that this is unacceptable, the majority
(50%) believes that this is unfair to his present employer.
The others feel that it is a selfish and unprofessional
practice. Surprisingly, 5% of those opposing this practice
believe that it is illegal.
Situation III- Discrimination Against Sex
An employer receives applications for a supervisory
position from two equally qualified applicants. He hires the
male applicant because he has experienced female staff
requesting maternity leaves before.
TABLE 3-3













As expected, this question draws a significant difference
in attitude between male and female respondents. The mean for
male is 2.5231 and for female is 3.0608 with a two-tail t-test
significance of 0.000. For those who oppose to this practice,
the reasons are essentially discrimination (70%) and unfair to
female staff (20%). For those who accept this practice, the
main reason is cost saving and to avoid interruptions in
company's operations.
Situation Four- Insider Trading
The Finance Manager knows that the next financial report
is the best ever and that his company intends to announce
substantially increased dividends. He therefore buys
















This is the first situation where students' own responses
and their perception of businessmen's attitudes bear close
resemblance. Most of the respondents accept this practice on
the ground that it does not hurt anybody and is legal. Also, a
substantial percentage of the respondents accept this practice
because it is common in business. The following remarks of
some respondents indicate the general feeling of the students:
He is earning extra money by full utilization of available
information", "To make profit intelligently", "Although it is
insider trading, there is no regulation against it in Hong
Kong." Reasons put forward by those who consider this practice
unacceptable are more diversified. Some think this is illegal.
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Others believe this is unprofessional, harmful to one's own
company or unfair to other shareholders.
Situation Five- Disguised Bribery
In order to obtain a contract which would produce HKD2
million profit, the Director of a construction company pays a
HKD100,000 "consultation fee" to an official of a foreign
country. In return the official promises assistance in
obtaining the contract.
TABLE 3-5













Over 75% of those who consider this unacceptable think
this is illegal and will not do it because of the probable
punishment if being caught. Only 15% of this category feel
that this is unfair to other competitors and unprofessional.
On the other hand, 25% of those who consider this practice
acceptable believe it is a common practice in business. Others
feel that it is a means of enhancing the company's
competitiveness in getting the contract and would increase
company's profitability. A more pragmatic answer is that if
the benefit derived is more than the consulting fee, it is an
acceptable practice.
Situation Six- Pollution
In order to save production costs and place his firm at a
competitive price advantage, a large automotive manufacturer
decides to postpone a proposal to use a newly invented device
which reduces automotive pollution by 60% until such devices
are legislatively required on all automotives.
TABLE 3-6







Definitely Acceptable 8215 5.3 28.7
Acceptable 62.2129 44.4 178
Unacceptable 24 8.4113 38.9
2 0.7Definitely Unacceptable 11.433
TOTATI 286 100100290
1.8112.566Mean
This is an area where students think businessmen would be
least concerned. Over 90% of them feel that the average
businessmen will find this practice acceptable. For those
students who consider this unacceptable, the single most
important reason is that it is socially irresponsible. Half of
those who consider this practice acceptable feel that it is a
means of saving cost. Others feel that the company has no
obligation to install such device unless it is required by Law.
Among those who accept this practice, the following remarks are
representative of their feelings: Achieving business objective
(profit?) is more important than social
responsibility,Business is business.
Situation Seven- Giving Gifts
A Marketing Manager encourages his salesmen to entertain
purchasing agents and their wives at expensive restaurants and
send valuable gifts to them. He considers that the policy is a
common practice and changing it may result in loss of business.
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TABLE 3-7












The fact that about 90% of the students responded feel
that businessmen will give gifts and entertain their business
associates is consistent with the widely held belief that
exchange of gifts is a common practice in the business circle.
The same reason is given by 60% of the students who consider
this practice acceptable. Others consider it a means of
speeding up, lubricating, a business deal. The majority of
those who consider this practice unacceptable thinks that it is
illegal, unprofessional or does not help in business deals.
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Situation Eight- Copyright
Instead of spending HKD1,500 to acquire a copyrighted
computer software package from the software dealer, an owner of
a small firm obtains a duplicate copy from a friend who already
owns the software.
TABLE 3-8












Common practice (Approximately 30%) and saving costs (60%)
are reasons given by those who consider this practice
acceptable. Some respondents comment that if it is a small
company, it is acceptable. This seems to be a kind of
Robin Hood sentiment. Other comment that such a small price
29
will not hurt the software dealer. Again, this is the Robbing
the rich to pay the poor thinking. For those who consider
this practice unacceptable, 45% of them feel that it is
illegal. Some will not do it because they are afraid of being
caught and punished.
Situation Nine- Tax Evasion
The sole-proprietor of a small business receives 80% of
the gross revenue in cash but reports only one half of the cash
receipts for Profits Tax Purposes.
TABLE 3-9













For those who consider this practice unacceptable
generally feel that it is illegal and are worried about the
consequence of being caught evading tax liabilities. Some
consider that paying tax is a social responsibility. Some of
those who accept this practice take the opportunity to express
their dissatifaction about the tax system. Representative of
their sentiments are statements such as these:-
Nobody wants to pay tax,
Everybody wants to evade tax
Useful method to reduce tax in small companies
Also there is a general feeling among those who accept
this practice that it is legitimate for small companies to
cut expenses by minimising (to the extend of evading) tax.
Situation Ten- Product Safety
The Product Manager discovers an unsuspected design flaw
in one. of his company's products. This might cause a higher
than expected incidence of serious injuries to customers. His
















The question draws the strongest reaction from
respondents. 95% of the students considers this practice
unacceptable. A relative high percentage (62%) of them
believes that an average businessman would also consider this
practice unacceptable. The majority feels that this is harmful
to public safety. A substantial number of them think that this
is dishonest and socially irresponsible. Other believes that




Mean Acceptance Rankings for the Ten Ethical Dilemma!
Table 3-11 shows the ranking of means acceptance of the
ten ethical dilemmas by students and their perception of
average businessmen's attitudes. 1 indicates definitely
acceptable and 4 indicates definitely unacceptable. This
ranking gives the relative degree of concerns of students to
the various dilemmas.
TABLE 3-11
MEAN ACCEPTANCE RANKING OF THE
TEN ETHICAL DILEMMAS
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On this aggregate level, two points are worth noting:-
(1) The students consistently consider themselves
having a much higher ethical standards than
their counterparts in the business sector.
This probably indicates that most students have
a very low regard for businesssmen. How
students formulate these attitudes towards
businessmen is unclear. It is possible that
they are influenced by the traditional
disregard that Chinese people have for
businessmen. They rank them at the bottom
under scholars, farmers and labourers. This
finding is consistent with Brenner and
Molander's Study and is also consistent with
the Gallup Poll taken in August 1985 on
public's image on business executives.
(2) It is noted that the more common factors
considered by the respondents when deciding
whether a practice is accceptable are: whether
the practice is legal, common practice or in
accordance with industrial practice, whether it
hurts any body and whether it affects the
company's profit. The more respected reasons
social responsibilities, pollution and
honesty- appear to have relatively little
weight with the respondents. It demonstrates
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the mentality that if it is legal then it must
be a right thing to do, if everybody is doing
it, then it must be correct, or if it hurts
nobody, then it is alright to do it. The mean
acceptance ranking also supports this
observation. Tax evasion, expense padding and
bribery which are all illegal, rank high on the
list as some of the most unacceptable
practices. Similarly, neglect on product
safety (which may cause direct injuries to
customers and has a more immediate impact on
company's reputation and profit) is much more
unacceptable than pollution (which will not
affect customers specifically and directly).
On the other hand, giving gifts and
entertainments (common practice), infringement
of copyright (does not hurt anybody except the
author) and insider trading are fairly
acceptable to our respondents. The general
reasoning of our respondents indicates that
most of them function within Lawrence
Kohlberg's stage four of moral reasoning. At
this stage, one meets one's obligations in
order to keep the system as a whole going.
Thus morality is merely obeying the laws and
35
values of society.. In his study, Kohlberg
concludes that most Americans never move beyond
stage four. The present study indicates that
our students operate at a similar level to most
Americans in moral reasoning.
Factors Affecting Ethical Attitude
In order to find out what factors are considered by
students to be affecting their ethical attitude, they were
given seven factors and were asked to rank-them in the order of
1 (for most influence) to 7 (for least influence). The result
is shown in Table 1-12.
TABLE 3-12









7School University Training 4.692
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This is something to be expected given the characteristics
of Chinese families and the society's tendency to encourage
conformity. Hong Kong, with a population predominantly
Chinese, is still significantly influenced by Confucian
ideology. Confucius believed that the stability of society is
based on unequal relationships between people. The Wu-lun or
five basic relationships are ruler/subject, father/son, older
brother/younger brother, husband/wife and older friend/younger
friend. These relationships are based on mutual, complementary
obligation: the junior partner owes the senior respect and
obedience, the senior owes the junior partner protection and
consideration. This teaching has two major effects on most
Chinese societies. Firstly, the relationship among members of
a family is very close and the head of the family, normally
the father, has almost unchallenged authority. Secondly, the
society is inevitably built on a tight hierarchical structure
and for this structure to be stable, its members must be highly
comformitive to its rules and regulations. This probably
explains why students in our survey believe family training and
practices in the industry would influence their ethical
attitude most.
Our results also indicate that our respondents are
influenced more by societal and institutional factors such as
conduct of superior and peers, practices in industry and
culture of society than personal factors such as religious
beliefs and education. According to this finding, our
respondents are more likely to consult available rules or seek
counsel with supervisors when they encounter ethical dilemmas.
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These findings may be used as a guide to tailor and enhance
efforts designed to improve ethical conduct in business by
adddressing the major influences that impact on ethical
conduct.
Factors which may Help Advance Ethical Standards
When the respondents are asked to rank five methods in
order of importance (1 for most important and 5 for least
important) in advancing ethical standards, the result is shown
in Table 3-13.
TABLE 3-13
MEAN RANKING OF METHODS THAT WILL
IMPROVE ETHICAL STANDARDS
RankingMeanMethod
12.612Legislate stronger government regulations
Develope some widely accepted general/
2principles of business ethics 2.741
32.927Introduce industry coae ana practices
Develop education programme in mass media
43.301to promote business ethics
53.420Introduce courses in business ethics in
educational institutions
Given our earlier observation that our respondents
primarily function within the law and order stage in moral
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reasoning, this result is not surprising although it is
somewhat different from other studies in the U.S. In ranking
stronger government legislation as the most important factor in
improving ethical standards, our respondents indicate that they
believe self-regulation and the penalty of possible public
disclosure are insufficient deterrents to unethical business
practices and therefore greater government regulation is
needed. Such a hypothesis is consistent with the high
percentage of respondents who believe that ethics is strictly
adhering to law, i.e., if it is not against the law, it is not
unethical. It is also possible that our respondents believe
legislation, which applies indiscriminately across the whole
industry in terms of compliance, enforcement and punishment for
violation, is fairer than a self imposed code of ethics at the
corporate level.
Respondents also consider developing general principles
and industry codes of business ethics will help to advance
ethical standards. A probable reason may be that respondents
believe that such guidance could define the limits of
acceptable conduct and help them to refuse unethical requests.
We have also compared our finding with that of Arlow and
Ulrich's study.
The Present StudyArlow and Ulrich (1988)
Legislate stronger(1) Develop some widely
Government Regulationsaccepted principles of
business ethics
Develop some widely(2) Introduce courses in
accepted principlesbusiness ethics in
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business schools of business ethics
(3) Introduce industry code Introduce industry
code of ethicalof ethical practice
practices
(4) Legislate stronger Develop education
programme in massgovernmental regulations
media
(5) Encourage a more active Introduce course in
participation of religious business ethics in
tertiary educationleaders in developing
Institutionsgeneral ethical norms for
business
The two rankings show a high degree of similarity except
for government legislation. This could be due to the fact that
Hong Kong students and U.S. students probably have a different
attitude towards government, and fewer laws and regulations




Summary of Findings and Implications
Based on the analysis in the previous chapter, the
findings can be summarised as follows:-
(1) Students generally have a very low regard for
the average businessman, and probably, a lack
of confidence in the businessman's own ability
to maintain a high degree of integrity and
honesty.
(ii) Students are more likely to define business
ethics as simply operating within the law.
(iii) When students encounter ethical dilemmas, their
actions are likely to be influenced by whether
a relevant rule exists, or the conduct of
superiors.
(iv) Students generally display a strong sense of
loyalty in that they may feel compelled to
protect.company's profitability or to conform
to their organization's expectations and
practices.
(v) Students believe that tighter governmental
regulations and industry code of practices
would improve ethical standards of the
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business.
The finding that students have a poor regard for
businessmen deserves further comment. Kam-Hon LEE in his
article titled Ethical beliefs in business in Hong Kong
revealed that some students in the Faculty of Business
Administration at the Chinese University wanted to transfer to
other faculties because they were afraid that they could not
become first-class citizens if they studied business and worked
in the business world after graduation. (Kam- Hon LEE, 1980)
This negative sentiment towards the business world,
irrespective of whether it is well-founded, may have some very
serious implications for business practices and ethics in the
future. Firstly, it may deprive business courses from getting
students with high ideals and moral principles. Instead,
business schools may mainly recruit students who are willing to
compromise or resort to any means to achieve their interests
without regard to fundamental moral principles. Secondly, if
students enter business with this negative idea of the business
world and given their apparent tendencies to conform to
organizational practices as revealed in the present study, they
are likely to accept questionable practices as the normal
course of business.
If the above hypothesis is correct, a need clearly arises
for the business community to change its image. Further,
strategies should be developed to improve ethical standards in
business. On the basis of our findings, there appears to be at
least three methods which could help achieving these purposes,
namely: establishing industry codes of conduct, creating a
42
corporate culture which is seen by its participants to be
honest and of a high degree of integrity and appropriate
government legislation.
An Industry Code of Conduct
A code could help in at least three ways: it communicates
to the public about what common practices within the industry
are it sets out the minimum standards of behavior required of
the practicipants in that industry it demonstrates the
industry's determination to maintain a high standard of
behavior. In a free market economy, the freedom allowed by the
society to its producers of goods and services is dependent on
the degree to which the public has confidence in the integrity
of participants. A code of conduct could clearly help to build
up this confidence. Professions have managed to prove this in
that their codes of practices are generally believed to have
the effect of reassuring the public this is borne out in many
of the surveys of opinion about perceptions of the honesty of
various responsible groups of people in the society.
Furthermore, a code of conduct could provide guidance for its
users in distinguishing between right and wrong practices, and
between proper and questionable practices. It could also allow
each participant to say no to unethical requests more
easily.
While there are obvious benefits of a code of conduct, it
needs to have appropriate contents and proper enforcement to be
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effecitve.
Contents of the Code
As regards contents of a code, Brenner and Molander
(1977) noted that the majority of respondents in their study
prefer one dealing with general precepts than one delineating
specific practices. Mark Pastin, Director of Lincoln Centre
for Ethics at Arizona State University suggests that a code of
ethics should include three components: (Mark Partin, 1987)
1. Aspiration values: This component of the code
states the key values of the organization,
including values stating what kind of
organization is wanted. The purpose of this
compenent is to affirm that ethics is central to
the organization's mission and to create a
positive context for the entire code.
2. Operating Principles: This component contains
basic ethical principles governing actions by
members of the organization. A small number of
principles of approximately equal importance is
most effective.
3. Specific Principles and Illustrations: Each
operating principle should be elucidated by
specific principles dealing with situations
organization members are likely to face.
Based on a survey of 142 companies, the Institute of
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Business Ethics suggests that a code of conduct should cover
the following areas (Simon Webley 1988):
1. Preface or Introduction (signed by the Chairman
or Chief Executive Officer or both)
Start with a sentence on the purpose of the
Statement- mention the values which are
important to the top management in the conduct
of the business such as integrity, efficiency,
professionalism and responsibility.
Set out the role of the company in the community
and end with a personal endorsement of the
Statement and the expectation that the standard
set out in it will be maintained by all involved
in the organisation.
2. Key areas to include
a. The Objectives of the Business
The service which is being provided- a
group of products. or set of services-
financial objectives and the business' role
in society as the company sees it.
b. Customer Relations
The importance of customer satisfaction and
good faith in all agreements. The priority
given to customer needs, fair pricing and
after-sales service.
c. Shareholders or other providers of money
The protection of investment made in the
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company and proper return on money lent.
A commitment to effective communication with
this group of people.
d. Suppliers
Long term co-operation. Prompt settling of
bills. Joint actions to achieve quality and
efficiency.
e. Employees
How the business values employees. The
company's policies on: recruitment,
organization, development and training,
rewards, communications, work conditions,
health safety, industrial relations, equal
employment opportunity, retirement,
severance and redundancy.
f. Society or the wider community
Compliance with the spirit of laws as well
as the latter. The company's obligation to.
conform to environmental and safety
standards. The involvement of the company
and its staff in local affairs. The
corporate policy on giving to education and
charities. The leadership role of the
business in maintaining high standards both
within the organization and in its dealings
with others.
g. Other Matters





In addition to these broad principles, the code should
also include procedures to be followed by employees when they
are confronted with an ethical delimma at work. This includes
conflicts of interest, giving and receiving gifts, use of
privileged and confidential information, political activities
by individuals. Obviously, the contents of a code should be
designed to meet the specific nature of the company.
Implementation and Enforcement
Brenner and Molander noted in their 1977 study that the
majority (61%) of respondents feel people would violate the
code whenever they thought they could avoid detections. Their
respondents foresee two major problems in enforcement, namely
getting information about violations and uniform and impartial
enforcement. They feel that the most logical way of
enforcement is self enforcement because: greater power and
authority for those responsible for enforcement, relatively
easier access to information and detection of violation
committed, easier interpretation when rules have been
violated,' and more natural definition and execution of
penalties to fit violations. At the same time, there are
limitations for self enforcement. The more significant
limitations are that it is difficult to secure the
47
full-fledged commitment of the enforcers (tope management)
particularly if there are profit-verses-ethics conflicts and
there are continuous worries over action of companies not
covered by a code. According to this observation, there seems
to be a need for a two-tier enforcement system: one at the
industry level through trade organisation (e.g. Insurer's
Council, Retailer's Association, Association of Pharmacentical
Products Manufacturers and various professional bodies such as
the Hong Kong Management Association and the Institute of
Directors) and the other at the corporate level.
At the industry level, the relevant trade organisation
will be responsible for setting out general ethical principles
for its members and dealing with complaints about violations.
For some associations, this may be difficult initially because
of the lack of commitment by its members, but for others, the
practice has been implemented for years and found to be working
quite satisfactorily. It is believed that through a cumulative
pressure from consumers, peers within the industry and the
government, participants of more industries would come to see
the need to improve the ethical standards and public image of
their industry (we have already witnessed real estate agents,
insurers, developers and the construction industry going in
this direction).
Researches on how a code of conduct should be implemented
at the corporate level reveal that effective implementation
should include the following characteristics. (See Simon
Webley (1988), and Mark Pastin (1987)).
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(a) Involvement of Top Management
The Chief Executive must take a leadership
role. He should outline issues that he feels
the code needs to address and circulate them to
senior management for comments and suggestions.
It must be seen by all staff members that top
management is fully committed to the principles
contained in the code.
(b) Presentation to Employees
It is vital that the staff in an organization
understand* the meaning and accept the
principles contained in the code. A code of
conduct is best implemented through a rigorous
training programme involving all employees. To
facilitate enforcement, it is advisable that
the code forms an integral part of the
employment contract. In order that the
principles of the code are always in the
forefront of employees' consciousness, regular
discussion sessions on the practical
application of the code should be conducted.
Reminders should also be circulated
periodically among all employees who should be
asked to sign acknowledging their understanding
of the contents of the code.
(c) Notification to Business Associates
Copies of the code should be given to
interested parties such as shareholders,
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recruitment agencies, legal advisers and
relevant industry organizations. Customers
should also know how the company does business.
Some consumer product companies and retail
chains make a point of issuing consumer
charters or codes which are included with the
product or printed on the backs of invoices.
Suppliers too should be informed of the
existence of a-company code. They can be asked
to report to a designated officer any dubious
behavior they experience during the course of
doing business with the company.
(d) Monitoring Compliance of-the Code
A senior officer of the company should be
designated to receive and investigate
complaints about violations of the code. To
ensure fair and uniform practice, procedures
for reporting and investigating violations and
hearing appeals against disciplinary actions
should be clearly laid down and communicated to
all staff members.
Admittedly, there are limitations to a code of conduct and
technical problems in its implementation. Nevertheless, a well
written code supported by a suitable corporate culture of
honesty and integrity will have a positive impact on the
ethical standards of a corporation.
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Develop a Corporate Culture of Honesty and Integrity
The result of our study has indicated that the conduct of
superiors and peers have a significant influence on the ethical
standard of our respondents. As a corollary, a corporate
culture which is characterised by honesty and integrity is most
likely to encourage compliance with the code of conduct by its
participants. On the contrary, a climate of venality and
corruption may lead the employees to consider stealing and
corruption a way of life condoned by the company. Under this
circumstances, a new employee may be more easily seduced into
fraudulent schemes in which his peers are participating.
Obviously, developing an appropriate corporate culture
takes time and may involves changes in the company's structure,
communication system and management philosophy. In terms of
building up an honest corporate climate, high-level corporate
involvement is essential. It was reported in the Business Week
(15th February 1988) that at Chemical Bank, some 250
vice-presidents have taken part in two-day seminars on
corporate values that begin with an appearance by the Chairman.
Managers work through 12 case studies of such issues as loan
approvals, staff reductions, branch closings, and foreign
loans. It was reported in the same magazine that J J has a
one page statement of values, called the Credo, which addresses
the need, for business to make a sound profit while also
acknowledging the need to respect employees as individuals and
to make high quality products. The Credo has become a central
part of J & J's Corporate culture. In 1975, J & J began
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"Challenge Meetings for top managers to explore whether the
30-year-old statement was still valid. For three years, more
than 1200 managers attended two-day seminars, each of 25
people, to challenge the Credo. The president of the company
presided at each session. Challenge meetings are now held
twice a year for new top managers.
Some experts feel such an ongoing approach is essential.
You have to keep renewing the effort says Laura L Nash, a
Harvard University ethicist who studied J & J (P. 57 Business
Week, ibid.) Unfortunately, Stanford University's Kirk 0
Hanson, an authority on ethics, estimates only 1 company in 10
is doing it via a continuing programme that works at all
corporate levels. (P57 Business Week, ibid).
Government Legislation
To legislate stronger governmental regulations is
considered the most effective method of improving ethical
standards by our respondents. As noted earlier, this may due
to their lack of confidence in self-regulation by businessmen.
In a free society, government is only expected to deal with
matters which individuals are either unable or unwilling to do.
Anything else is commonly seen as interference which could
impede the efficiency and effectiveness of business activities.
The Hong Kong Government has always prided itself on the
positive non-intervention policy in promoting Hong Kong's
economic prosperity. However, we have seen a slight change in
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the policy towards tighter monitoring and control by the
government over the business sector in recent years. This is
probably due to a series of bank failures where government
spent a lot of money protecting depositors and to the exposure
of many weaknesses in the operation of the stock market as a
result of the 1987 stock market crash. The most noticeable
steps taken by the government to regulate certain industries
are the passing of the new Banking Ordinance with tighter
controls over capital requirements and lending procedures and
the setting up of the new Securities and Futures Commission
with wide powers to monitor, investigate and intervene into
stock market activities. At present, government is known to be
considering tightening up legislation on consumer protection,
pollution control, and insider dealings. The Independent
Commission Against Corruption, probably the first agency set up
to oversee ethical practices in Hong Kong, has proved to be
very successful in eradicating syndicated corruption within
government, particularly in the police force. Most
importantly, it has managed to change the public's attitude
from accepting corruption as a necessary means of getting
things done to considering it as a social evil which warrants
severe punishment. This strongly indicates that if government
takes the initiative to define certain unethical practices as
illegal and designs appropriate public education programmes to




Results of this study indicates that business students in
Hong Kong consider ethical conducts as simply operate within
law and order. It is also noted that their ethical standards
are mostly affected by industry practices conduct of peers and
existing legislation. Based on these findings, it is believed
that implementation of an industry code of ethics, creating an
appropriate corporate culture and legislate stronger
governmental regulations would help to improve ethical
standards of our future business managers.
The study also reveals that business students consider
average businessman less ethical and have a poor regard for
them. It is submitted that if this negative perception of
practicing business executives continues, business courses will
most likely recruit students who have an accepted idea that
business practices are unethical and are more willing to resort
to undesirable practices in profit-ethics conflicts. Before
any suggestions could be made to change this negative
perception, it seems that further research to find out the
actual difference in attitude between students and businessman
towards business ethics and reasons for students poor image of
practicing business executives should be carried out.
While the results of the present study enable us to
predict--that an industry code of ethics together with
appropriate corporate culture and government legislation could
improve ethical standards of our future managers, we have not,
in this study, established their effectiveness on practicing
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manager, which is a subject for further research.
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THE CHINESE UNIVERSITY OF HONG KONG 香 港 中 文 大 學
SHATIN NT• HONGKONG•TEL.: 0-6352111
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Faculty of Business Administration
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Student Research Projects
Dear Sir/Madam,
Research Project on Ethics in Business
Ethics in business has always been a popular topic for
research as well as in everyday conversation. While some
researches have focused on assessing the ethical attitudes of
current business managers and decision makers, relatively little
attention has been directed towards the attitudes of college
business students who are to become future business managers and
decision makers on this matter.
The purpose of this research is to address this important
but overlooked area by gauging the views of business students in
Hong Kong on a variety of business ethics-related concerns. You
are one of the small number of business students who are drawn in
a population of all business tudents in the five respective
colleges and universities to give your opinion on this matter.
All replies will be kept strictly confidential and no means
exist for tracing replies to any individual respondent. You are
there fore encouraged to respond with your own real views rather
than to guess a 'right' or `best' answer.
Please help by completing the questionnairs and return to
the liaison person in your college or university. Telephone
queries could be addressed to Nelson Man at 5-26621 ext. 223.
Thank you for your assistance and cooperation.
Yours sincarely,
Samuel Chan Nelson Man
Three-year MBA students




PART I : YQUR OPINIONS BOUT ETHICS IN BUSINESS
Instructions
The following questions deal with your opinions on trends in
attitudes and factors influencing ethical conduct in
business and proposals for improvement of ethies in business.
Please answer al of the questions.





The reason(s) for your answer is(are)
(2) How would you rank EACH of the factors listed below
according to the extent to which each influences the ethical
conduct of businessmen ? Assign 1 to the most influencing









(3) How would you rank EACH of the follwoing according to its
importance in helping to advance the ethical standards in
business? Assion 1 to the most important, 2 to the next, 3
to the next, 5 to the least important.
Develop some widely accepted general
principles of business ethics
Introduce courses in business ethics in
tertiary educational institutions
Introduce industry codes of ethical
practices
Leqislate stronger governmental regulation
of business
Develop education programs in mass media
to promote business ethics
Questionnavra
2
(4) How would you rank EACH of the foliowing factors according
to its importance when you consider to take up a job
Assian 1 to the most important factor, 2 to the next, 3 to
the next, 6 to the least important factor
Working environment
Pay and promontion prospect
Job security
Company's ethical reputation
Nature of the job
Company's contribution to the
Society's prosperity
3Questionnavre
PART II : YQUR OPINION ABOUT BEHAVIORS IN BUSINESS SITUATIONS
Intructions
Each of the following 10 questions is a narrative description
of a situation which could conceivably occur in the operation
of a business. You are asked to read each situation and to
provide TWO opinions about the acceptability of the under-
lined person's behaior described in the situation :
What is your opinion about this person's behavior in the
situation (Your response)? Space is provided for you
to give reason(s) to your answer.
What is your opinion about how average business managers
would judge this person's behavior (Your perception on
average business managers' response)?
Answer all questions by CIRCLING the appropriate response.
For example if you consider the behavior to be definitely
unacceptable because you fear punishment but you think
average business managers may consider it is acceptable, you
would answer the question by CIRCLING the following response :
Definitely Definitely
acceptable acceptable unacceptable unacceptable
Your response :
Your reason(s) : Fear of punishement
Your perception on average
business managers
response :
1 2 3 4
1 2 3 4
(5) An executive learns that his superior used to bill non-
business expenses to the business. He follows the practice






1 2 3 4




Qccaptable acceptable unacgoptable unaccaptable
(6) The president of a company in a highly competitive industry
finds that a competitor has dade an important scientific
discovery which would substandially reduce but not eliminate
the profits of his own company. He then hires one of the
competitor's amployees who knows the details of the






(7) An employer receives applicetions for a supervisory position
from two equally qualified applicants. He hires the male







(8) The finance manager knows that the next financial report is
the best ever and that his company intends to announts
substantially increased divrdends. He therefore buys








1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
1 2 3 4
5Questionnaire
Dafinitely Dafinitely
accantabis accaptablo upaccaptable unaccaptable
(9) In order to obtain a contract which would produce HK$2
million profit, the director of a construction company pays
a HK$100,00 "consultation fee" to an official of a foreign
country. In return the official promises assistance in
obtaining the contract.
Your response :




1 2 3 4
1 2 3
4
(10) In order to save production costs and place his firm at a
competitive price advantage, a large automotive manufacturer
decides to postpone a proposal to use a newly invented
device which reduces automotive pollution by 60% until such
devices are leqislatively required on all automotive.
Your response :








(11) A marketing manager encourages his salesmen to entertain
purchasing agents and their wives at expenoive restaurants
and send valuable gifts to them. he considers that the
policy is a common practice and changing it may result in
loss of business.
Your response :










acceptable acceptable unaccaptale unaccaetable
(12) Instead of spending HK$1,500 to acquire a copyrighted
computer software package from the software dealer, an owner
of a samll firm obtains a duplicate copy from a friend who






1 2 3 4
1 2 3 4
(13) The sole-proprietor of a small business receives 80% of the
gross revenue in cash but reports only one half of the cash






1 2 3 4
1 2 3 4
(14) The product manager discovers an unsuspected design flaw in
one of his company's products. This might cause a higher
than expected incidence of serious injuries to customers.
His company declines to correct the flaw. The manager













PART III : SOME INFORMATION ABOUT YOURSELF
Instructions
The following questions ask for some information which will
help us classify answers. Please answer all the questions. Be
assured that this information will be held in strict confidenca
(15) Your college/university :
CUHK HKU HKBC
HKP CPHK










(18) If business ethics is defined as rules, standards, codes or
principles which provide guidelines for right behavior and
truthfulness in specific situations, have you attended any
courses which include a discussion on business ethics in
your college/university ?
Yes No
If yes, please specify the course(s) :
(19) Your age :
Under 19 19
20
21 22 Over 22



















(24) What is your approximate yearly family income?
0 - $ 49,999





(25) Your comments about ethics in business :
END
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